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COMMUNITY DEVELOPMENT COMMITTEE AGENDA

A meeting of the Community Development Committee will be held at 4:30 p.m., Thursday, January 28,
2021 via Conference Call at 1-929-205-6099, Access Code: 759694505. The agenda will be as follows:

e Invocation

a. Public Participation

b. Approval of Minutes
1. Deferred

c. New Business:
1. Cooper River Bridge Redevelopment Area- New TIF Allocations
2. Three-year analysis on the use of the Mixed Use Workforce Housing (MU Il) (information only)
3. Update: Housing for a Fairer Charleston Plan-Implementation Strategies (information only)
4. Update: Lowline Affordable Housing Site (Information only)

Miscellaneous Business
Adjourn

If you have a conflict with this meeting, and will not be present, please call the Clerk’s Office at 724-3726.
Thank you for your cooperation in this matter.

JENNIFER COOK

CLERK OF COUNCIL

In accordance with the Americans with Disabilities Act, people who need alternative formats, ASL (American
Sign Language) Interpretation or other accommodation please contact Janet Schumacher at (843) 577-
1389 or email to schumacheri@charleston-sc.gov three business days prior to the meeting.
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MEMORANDUM

To: Mayor John J. Tecklenburg and Charleston City Council Members

From: Geona Shaw Johnson, Director, Department of Housing & Community Development
Re:  Mixed Use Workforce Housing I1-Fee-In-Lieu (FIL) Review

Date: January 20, 2021

This memo provides an update on the Mixed Use/ Workforce Housing (MU-2/WH) Zoning and
the use of its Fee-In-Lieu option over the last three (3) years.

The MU-2/WH base zoning district was created to “promote a mixture of housing opportunities
within a single development, along with appropriate nonresidential uses, by providing incentives
for the creation of such developments in urban areas of the City where on street parking or other
public parking is customary and can be reasonably accommodated”.

Developers who select the MU-2/WH Zoning benefit from unlimited density on a site. In choosing
this zoning, the City currently requires developers to either:

1) Build twenty (20%) Workforce Housing with an affordability period of 25 years,
2) Pay a Fee-In-Lieu of $5.10 of Gross Square Foot of the building, or
3) Provide land-in-lieu within two miles of the development.

The Fee-In-Lieu option was previously $3.40/GSF for developments entitled prior to the changes
enacted in December of 2017. Staff has analyzed MU-2/WH since its inception in 2017 and the
subsequent changes in 2019 and found the following:

I. Developers (almost) unanimously decline to build workforce housing units &
selected the Fee-In-Lieu option:

Thus far, fourteen (14) developments have pursued MU-2/WH zoning and 13 have chosen the Fee-
In-Lieu option. The one developer who chose to build the units made a commitment to
Councilmember Mitchell and decided to construct the apartments and provide five of those



apartments for persons at sixty (60%) percent at the Area Median Income (AMI). Despite the
challenges the development community indicated the fee would present, developers see the Fee-
In-Lieu option as the more profitable option. No developer has chosen the land-in-lieu option.

I1. Factoring in all costs of development, the City can build a fraction of the
units using Fee-In-Lieu income vs. developers building the units:

FEE-IN-LIEU INCOME Amount | # of Projects # WH Units Opted Out
Received income $8.5M 9 285
Anticipated income
(2021) ZEM |, %
Revolving income S1.1M
Total $122M | 13 381
FEE-IN-LIEU # of | WH Units “ All In | WH Units
EXPENDITURES Amount | Projects | Cost” ($250k/unit) "Facilitated"
Expenditures made $7.1M 5 28.3 237
Anticipated

AM
expenditures »5 TBD 20.7 TBD
Total $12.2 TBD 49 TBD

As of January 10, 2021, the City anticipates receiving $11.13M in Fee-In-Lieu income from
developers (plus $1.1M in revolving income). Developers opted out of building 381 apartments
and instead paid into a fund for the City to expend the Fee-In-Lieu income as it sees fit, which
included the ability to meet the needs of residents below the eighty (80%) threshold.

The City has thus far expended $7.1M of the Fee-In-Lieu funds and has “facilitated” a projected
237 units through a combination of acquisition and subsidizing the development of workforce
housing developments. However, these funds only represent a portion of the overall development
costs.

As an example, the City’s $3.3M acquisition of the Fenwick parcel is anticipated to “facilitate”
104 homes. This amount, however, does not factor in the substantial, additional City funding
required for infrastructure, design, engineering and the construction of said homes on the site.

The estimated total development cost of one affordable unit is ~ $250,000. At $250,000 per unit,
the $7.1M of funds already expended builds approximately 28 units. With the $12.2M in total
anticipated Fee-In-Lieu income, the funds build approximately 49 units.

I11. Missed opportunities to build affordable housing on the Peninsula:




Every development that has opted into MU-2/WH is located on the Peninsula, where there is an
outsized need for affordable housing. Due to land costs and availability of parcels for sale, it may
not always make sense to expend Fee-In-Lieu income on the Peninsula.

While the City has supported Grace Homes, the Lowline affordable housing site and the
acquisition of 36 Cooper Street on the Peninsula, almost half of all Fee-In-Lieu dollars have been
spent outside the Peninsula due to the cost of land.

IV. The City has potential to achieve longer affordability periods with the fee
option:

City supported developments provide affordability periods longer than what is required of
developers who would choose to build the workforce housing units themselves (currently a 25 year
period).

The 237 units “facilitated” thus far range in affordability periods of 50 years up to perpetuity and
account for a greater total number of affordable years than if the developer had built them. Again,
when you consider the number of units at the all-in cost of $250,000 per unit, the number of
affordable years roughly half of the total had the developer constructed the apartments.

V. The value of the Fee-In-Lieu lessens with time:

The current policy does not reflect any increases in inflation. There has been an estimated 4.51%
increase in inflation since the ordinance was approved and the Federal Reserve forecasts 1.6% and
1.7% inflation in 2021 and 2022. Should the City of Charleston determine it is best to continue
offering the Fee-In-Lieu option, an assessment should be conducted to evaluate an appropriate
increase in the fee amount, whether it is attached to inflation, Consumer Price Index, Area Median
Income, or other measures.

VI. Rental developments versus for-sale developments:

The City of Charleston has utilized the fee-in-lieu funding to support the development of both
rental and for-sale housing in the City of Charleston. There are opportunities and challenges with
both options. Rental developments cost less to construct due to the ability to spread/leverage those
expenses over a larger number of homes. For-sale developments may prove more costly upfront.
However, upon the sale of the for-sale home; a portion of the investment is returned and can be
reinvested to continue efforts of producing rental and for-sale housing. Utilizing the Fee-In-Lieu
funding instead of federal funding provides the opportunity to begin construction more quickly
due to the number of requirements related to the federal dollars.

Historically, the City of Charleston has collaborated with the City’s Public Housing Authority and
non-profit organizations, like Humanities Foundation to produce affordable rental housing.
Fortunately, the City has included an additional partner, the Charleston Redevelopment



Corporation to construct rental and for-sale housing and through its Palmetto Community Land
Trust can provide affordability for perpetuity.

VI. An increase in the Fee-In-Lieu could encourage developers to build units
on-site

Developers choosing the Fee-In-Lieu option is likely the result of the fee being too low. By
increasing the fee, the City would encourage developers to consider building workforce units. This
would likely result in additional workforce units in the City, with more units built on the Peninsula.

Increasing the fee amount would also allow the City to facilitate more workforce units with the
Fee-In-Lieu income received. For example, if the City had set the Fee-In-Lieu at $7.65/GSF at the
inception of MU Il and each developer had still chosen the Fee-In-Lieu option, it would have
resulted in $23.2M in total payments. This can be compared to the actual total payments of
$11.13M (a combination of grandfathered projects at $3.40/GSF and those at $5.10/GSF).

VI1II. Conclusion

Fee-in-lieu funding has proven essential to producing affordable housing in the City of Charleston.
The funds represent the first non-federal source of funds solely dedicated to advancing the
production and accessibility of affordable housing in the Charleston community. In light of the
need for affordable housing and funding to ensure its continued production, staff would ask that
the Mayor and Council consider an increase in the Fee-In-Lieu rate. Again, the intent behind the
creation of MU-2/WH was “...to promote a mixture of housing opportunities within a single
development...” This has not been accomplished under the current structure of MU-2/WH. Staff
will make itself available to work with you in determining appropriate changes.






Expenc

Units

EXPENDITURES FIL Amount |Facilitated
Maryville Construction $771,800 7
Lowline (Parcel B) Acquisition * $520,588 55
City of Charleston Housing Authority (Grace Homes) $1,800,000 64
Katrina Cottages Project $666,215 3
Purchase of Fenwick Property, Johns Island * $3,311,163 104
Acquisition of 36 Cooper Street* $68,499 4
Appraisal - 5.41 acres on Ashley Hall Road $1,200

Geotech Exploration - 5.41 acres on Ashley Road $7,320

Forsberg Engineering - 5.41 acres on Ashley Road $1,671

Total $7,148,456 237

[*Estimated # of units




